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AMERICAN INSTITUTE OF ACCOUNTANTS 


Annual Meeting, 1933 


A tentative program for the annual meeting 
of the Institute, at New Orleans, October 
16-19, 1933, has been drafted and invitations 
to speakers have been extended. The com- 
mittee on meetings and the various special 
committees of the Society of Louisiana Certi- 
fied Public Accountants in charge of arrange- 
ments have commenced their work in earnest. 

In a statement to the membership the com- 
mittee on meetings emphasizes the particular 
urgency of a large attendance. “In this par- 
ticular year’, the committee says, “we feel that 
in urging you to attend the annual meeting of 
your professional organization we are suggest- 
ing something more than a casual holiday. 
Every accountant who has kept in touch with 
events knows that the profession is face to face 
with great opportunities. The Institute is 
bound to influence largely the extent to which 
these opportunities can be realized. Every 
practising accountant owes it to himself and 
to his profession to be well informed about 
what the Institute is doing, and to express his 
opinion as to how its work can be made even 
more useful. 


“With this thought particularly in mind, the 
program has been arranged to devote one com- 
plete session to a discussion of the work of the 
various committees, whose reports will un- 
doubtedly be referred to the open meeting. 
These reports will probably include discussion 
of state regulation of professional accounting 
practice, legislation involving compulsory inde- 
pendent audits, stock-exchange requirements 
closely affecting the professional accountant, 
the development of closer relations with the 
public as a whole, including bankers, invest- 
ment bankers, government authorities, etc.” 

Among the addresses scheduled for the 
business sessions is one which will be of pecu- 
liar interest and importance to accountants, an 
exposition by A. A. Berle, Jr. of the probable 
changes in the economic structure of this coun- 
try, largely through control by the federal gov- 
ernment, and the important part to be played 
by the accountant under changed conditions. 
Mr. Berle is an attorney who has shown par- 
ticular interest in accountancy. He has been 


instrumental in initiating at Columbia law 
school, where he has taught for several years, 
a class in accountancy for aspiring lawyers. He 
is co-author of an article in the Columbia Law 
Review to which reference was made in the 
Institute’s Bulletin for August, 1932, on the 
“Elements of law in business accounting.” His 
recent book written in collaboration with 
Gardner C. Means, The Modern Corporation 
and Private Property, has been hailed by 
economists as an outstanding book of the year 
and a notable contribution to the literature on 
corporation rages Mr. Berle is one of those 
unofficial advisors to the president who have 
been referred to as the “cabinet of professors” 
or the “brain trust’, and has had a hand in 
the drafting of the railroad bankruptcy amend- 
ment. Recently he was appointed as special 
advisor on railroad problems to the Recon- 
struction Finance Corporation. 


Among the other speakers who have accepted 
invitations are the following: 

Lloyd Morey, of the University of Illinois, 
will present a paper on ‘‘Municipal and govern- 
mental accounting’, a subject on which he is 
an acknowledged authority. 

At the annual meeting of accountancy 
examiners, Will-A. Clader, chairman of the 
Institute’s committee on state legislation, will 
deal with problems arising in the interstate 
practice of accountancy. 


Anson Herrick, member of council, will read 
a paper on “Current assets and liabilities’ at a 
session devoted to technical questions. 

William A. Paton, University of Michigan, 
will discuss “Shortcomings of the present forms 
of balance-sheet and profit-and-loss statement.” 

George Armistead of Houston will act as 
toastmaster at the annual banquet. 


The committee on meetings offers assurance 
that those who attend will look back on the 
meeting with pleasure. All the energies of the 
Society of Louisiana Certified Public Ac- 
countants are being devoted to arrangements 
which will provide a delightful time for every- 
one who attends. 

Tentative plans for a tropical cruise follow- 
ing the meeting will be submitted to the mem- 
bership for an expression of opinion. 
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NEw ORLEANS 


Archie M. Smith, member of council and 
chairman of the committee on meetings, has 
submitted the following information about 
New Orleans for the benefit of those who are 
not fully familiar with the city: 


“The Roosevelt hotel, which has been chosen for 
headquarters, is situated in Baronne street just a few 
steps from Canal street, the main business thorough- 
fare, and has ample facilities to meet all require- 
ments of the convention comfortably and con- 
veniently. 

“Headquarters will be on the dividing line be- 
tween old New Orleans and the more modern sec- 
tion above Canal street. Leaving the Roosevelt and 
walking across Canal street one is immediately in 
the “Vieux Carre’, meaning ‘old square’, the original 
city of New Orleans founded by Jean Baptiste de 
Bienville in 1718. History has been made on every 
foot of it and in many respects it remains unchanged 
to this day. The same narrow streets are there. 
The original buildings of French and Spanish archi- 
tecture have been preserved and the old iron grille 
work of many different designs still decorate the 
windows and galleries (porches). 

“Street vendors, flower girls, and the praline 
women claim part of one’s attention and the quaint 
little ‘piccaninnies’ are there, too, to amuse with 
their tap dancing and old-fashioned jigs to the tune 
of tin-can music. 

“There are many interesting places to be seen in 
the ‘Vieux Carre’. Start at Royal street (Rue 
Royale). This was the first street in New Orleans 
to be paved. Belgian blocks, carried as ballast by 
ships returning from Europe for full cargoes, were 
used. They have long since given way to asphalt 
pavement, just as the old ‘hay-burners’ (mule-pulled 
street cars) have been supplanted by the more modern 
electric equipment. A journey through this section 
brings one to many historical places, of which the 
following are only a few: 

“The homes of such famous people as Dr. Anto- 
marchi, Napoleon’s personal physician and maker of 
his death mask, who later practised in New 
Orleans; Paul Morphy, one of the greatest chess 
players of all time; Adelina Patti, the celebrated 
singer; E. H. Sothern, the noted actor, and Robert 
Edeson, another well known actor. 

“Then there is the old Union bank building, 
erected in 1818; the bank of Louisiana, erected in 
1812; the former bank of the United States, founded 
in 1805 and at one time the home of Entienne de 
Bore, pioneer manufacturer of granulated sugar; the 


Louisiana bank building (first in the Vieux Carre) 
established in 1804 through the influence of Thomas 
Jefferson; the white marble court house, with bronze 
statue of the late Chief Justice E. D. White, a native 
Louisianian, at its entrance; the Cafe des Exiles, 
former meeting place of Royalist emigres from the 
French Revolution and later rendezvous of refugees 
from Santa Domingo insurrections; the Old Absinthe 
House, built in 1750, frequented by Jean Lafitte the 
pirate, where it is said that Lafitte and Andrew Jack- 
son met to discuss plans for the battle of New 
Orleans; the ‘House of Horrors’, former home of 
Madame Lalaurie, who fled when it was discovered 
she was torturing slaves in her ‘horror chamber’. 
This same place had previously been a social centre 
where such celebrities as Lafayette, Marshall Ney, 
Louis Phillippe, and others had been entertained. 
The entire square upon part of which the Lalaurie 
house stands was in 1769 occupied by six thousand 
Spanish soldiers. 

“Still other interesting places are the old Tabarry 
theatre (1791-1807) where grand opera was sung in 


“America for the first time; the Cabildo, built in 1795 


as a meeting place for the Spanish legislature, where 
the Louisiana Territory was purchased from France 
in 1803; Jackson square, laid out in 1720 by Bien- 
ville, where Andrew Jackson was welcomed after 
the battle of New Orleans and where an equestrian 
statue of him in bronze now stands; the Pontalba 
buildings, built in 1849 by the Baroness Pontalba 
and once the social center of Spanish and French 
aristocracy; St. Louis cathedral, built in 1794; in- 
numerable antique shops, and picturesque courtyards 
ornamented with palms and other tropical shrubbery. 

“Leaving the Vieux Carre and driving through 
the more modern sections of the city, we find tall 
and handsome office buildings in the business district, 
each resting firmly upon foundations of concrete on 
cypress pilings driven deep into the sub-soil, re- 
minders of the progress New Orleans has made. St. 
Charles avenue, five miles long and lined with trees 
and handsome homes, is one of the main show places 
of the city. Audubon and City parks, with their 
ancient oaks and palms and artificial lakes, are spots 
of beauty. 

“It is of interest to note that the water supply in 
New Orleans is 100% pure, that by means of a 
highly efficient system all sewage is properly dis- 
posed of in the river below the city, and that the 
heaviest rains are taken from this level city as fast 
as they fall. 

“New Orleans is entirely free of malaria, the 
mosquito that breeds this disease having been ex- 
terminated years ago. 
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“Other engineering feats besides the sewage, water, 
and drainage plants and systems, are the immense, 
impregnable levees which protect the city from over- 
flow of the Mississippi, and the great spillway a 
short distance above the city, built by the United 
States government at a cost of five millions. The 
purpose of the spillway is to divert surplus waters 
from the river into Lake Pontchartrain and thence 
into the Gulf of Mexico. 

“One of the interesting points in the city is the 
river front, where steamboats and ocean-going steam- 
ships load and unload. The happy negro roustabouts, 
with their original songs and spirituals, are very 
much the same as they were when Mark Twain was 
a river pilot and Abraham Lincoln steered his flat- 
boats to New Orleans. 

“Lake Pontchartrain, five miles from the city, with 
its yachting and bathing facilities, is always a great 
attraction to home people and visitors. Tennis 
courts, golfing greens, and swimming pools may be 
found in the parks and the several country clubs. 

“New Orleans, noted for her hospitality, extends a 
cordial invitation to members of the Institute and 
their friends to attend the convention. Being the 
original capital of the vast Louisiana Territory, she 
especially invites her friends from the following 
states which originally composed the Louisiana Terri- 
tory; Arkansas, Missouri, Iowa, Nebraska, North 
Dakota, South Dakota, Idaho, Montana, Oregon, 
Washington, Oklahoma, Colorado, Wyoming (east 
of the Rockies), Kansas, and Minnesota (west of 
the Mississippi). She wants them to come and visit 
the mother state and see what a modern and progres- 
sive commonwealth it is. 

“The Society of Louisiana Certified Public Ac- 
countants will be your hosts. They have prepared 
an elaborate program for your comfort and pleasure 
and will leave not a stone unturned to make this one 
of the greatest of all conventions. 

“Incidentally, the average temperature in New 
Orleans for October, over a period of 56 years, is 
70.8 degrees.” 


Minnesota Chapter 


The Minnesota Chapter of the American 
Institute of Accountants held a meeting on 
May 9th at the Minnesota club, St. Paul. Six- 
teen members were present, representing Min- 
neapolis, St. Paul and Duluth. John N. Pey- 
ton, state commissioner of banks was the guest 
of honor. The meeting was devoted to a dis- 
cussion of ‘The challenge to the certified pub- 
lic accountant in the auditing of banks, trust 
companies and financial institutions.” 


British Comment on an American 
Activity 

A recent issue of The Accountant (London) 
comments editorially on the announcement of 
codperation between the New York Stock Ex- 
change and the American Institute of Account- 
ants, and the commentator takes occasion to 
draw some comparison between American and 
British practices which will be of interest to 
readers in this country. 

Reference is made to the formal communi- 
cation from the Institute’s committee to the 
committee on stock list of the New York Stock 
Exchange, published under date of September 
22, 1932, which The Accountant calls “‘a docu- 
ment which compels attention through the 
marked excellence of its literary power and 
which constitutes an exposition of accounting 
principles worthy of very close attention.” At- 
tention is drawn to the difference between 
American and British conditions. The chief 
distinction, of course, consists of the direct re- 
sponsibility to shareholders imposed on British 
accountants, who are elected by shareholders 
under the companies act. The Accountant 
admits ‘that the relationship between share- 
holders and auditor may be obscured in particu- 
lar cases from time to time’ but says that 
nevertheless “‘it exists in theory without pos- 
sibility of contradiction and it can be put into 
practice by auditors who are prepared to exer- 
cise their powers in spite of difficulties.” 

“In the United States,” it is said, “condi- 
tions are different. The profession is, of 
course, every whit as competent there as on 
this side, but the idea of close nexus of re- 
sponsibility between stockholders and auditors 
has not been developed and, while the public 
rightly entertains firm confidence in the skill 
and integrity of qualified firms of auditors, the 
American auditor does not stand apart from 
other officers of the company as does his Brit- 
ish counterpart. Hence, there can be no doubt 
that the anxieties of the New York stock ex- 
change are greater than any which can ever 
arise in Throgmorton street.” 

The Accountant applauds the Institute’s 
memorandum for emphasizing unavoidable 
limitations of financial statements and the de- 
sirability of rendering accounts more informa- 
tive while preserving the liberty of each busi- 
ness unit to conduct its own business without 
harmful publicity. The writer agrees also with 
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the Institute’s emphasis upon the importance 
of the revenue account and admits that the al- 
most exclusive stress on the balance-sheet in 
successive English companies acts is somewhat 
surprising. 

There is applause for the comment of the 
Institute's committee to the effect that “the aim 
should be to satisfy the investor's need for 
knowledge rather than the accountant’s sense of 
form and respect for tradition.” 

The Accountant says: 

“This is a lesson which the most experienced ac- 
countant need not be ashamed to take to heart. In 
the course of a year it falls to our Ipt to examine 
critically many hundreds of published sets of ac- 
counts and we must confess that there is a large 
percentage which would be drastically revised in 
form were an expert accountant free to apply the 
canons of accounting science, uninfluenced by other 
considerations. The familiar headings ‘assets’ and 
‘liabilities’ are very often most misleading unless 
skilled grouping and association of items enable the 
reader to connect the picture with the economic facts 
which lie behind it. Business conservatism may be 
a desirable quality but accounting conservatism which 
consists in approving a form only for the reason that 
it has been previously used is nothing but a danger- 
ous obsession. 

“The blame in this matter is not to be laid only 
on accountants; we often have occasion to note that 
the report which the statute demands from directors 
is nearly always a seriously incomplete document. 
We wish that codperation could be practised more 
often between directors and accountants with a view 
to remedying this fault. American practice is in this 
respect, far ahead of British, for American executives 
often take the opportunity provided by their report 
to expound the balance-sheet and to explain for the 
benefit of stockholders what trends are at work and 
what are the probable causes which produce the re- 
sult displayed. The English directors’ report is, on 
the other hand, usually so colorless a document that 
shareholders hardly trouble to read it except for the 
purpose of noting the amount of the proposed 
dividend. 

“No exception can be taken to the detailed pro- 
posals of the American committee. We note, how- 
ever, that in regard to the valuation of stock in trade, 
there appears to be some doubt on the other side 
whether the usual rule as to observing cost price 
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or cost of replacement as a maximum applies to each 
individual item or to the aggregate of the inventory. 
We think that over here this will be regarded as a 
new point and we should be surprised to hear that 
there are any English accountants who do not regard 
the application of the rule to each separate item of 
the inventory as the correct principle. 

“The most surprising omission relates to the sub- 
ject of hidden reserves. Almost certainly, if an Eng- 
lish committee had been dealing with the same sub- 
ject matter, this point would have attracted very ex- 
tended treatment. Perhaps the reason is that our 
American cousins have had no Kylsant case. Since 
that case the question of the treatment of hidden re- 
serves has been far the most important before Eng- 
lish acountants. It is a question which has not yet 
been settled. Perhaps it never will receive a formal 
settlement. The best that can be said about it brings 
us again to the fortunate principle which we noticed 
at the commencement of this article as applying to 
British conditions. No general rule which binds all 
companies has been laid down but there is a general 
understanding to which, we think, all members of 
the profession on this side assent, that no profit-and- 
loss account is passed without comment if the re- 
sults it displays are so wholly out of line with the 
trading experience of the company as to mislead the 
investor into thinking that the prospects are some- 
thing other than they are. The Americans are right 
in saying that the democratic principle in the govern- 
ment of companies has broken down through weight 
of numbers, and we agree that the best possible sub- 
stitute is an understanding by virtue of which the 
stockholders can rely that the profit-and-loss account 
presented to him is a ‘view’ ‘through spectacles pro- 
vided by a skilled financial optician, which is ‘true 
and correct’ in the sense that neither excess of detail 
nor economy of disclosure have been allowed to ob- 
scure the inferences which may properly be drawn 
from the figures presented.” 


Examinations 


As a result of the May, 1933, examinations 
of the American Institute of Accountants, at 
which approximately 419 candidates appeared 
before 27 codperating state and_ territorial 
accountancy boards, 26% passed, 20% were 
conditioned in one subject and 54% failed, 
according to the grades of the Institute’s 
examiners. 


John M.. Gilchrist Company, Omaha, an- 
nounces the admission to partnership of James 
H. Ross and C. L. Hillmer. 


Announcement has been received of the re- 
moval of the offices of Jasper & Herington, 
Inc., to 100 East 42nd street, New York. 
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Federal Securities Act 


The federal securities act of 1933, which 
became law on May 27th, contains provisions 
of direct interest to public accountants. In its 
course through congress many radical changes 
were made in the original admunistration 
measure. 

The general purpose of the bill is, of course, 
to provide that prospective issuers of securi- 
ties shall be required to register with the fed- 
eral trade commission, and file with the com- 
mission a registration statement supported by 
complete information about the affairs of the 
company before the issuer may be permitted to 
advertise or sell the securities in states other 
than the state in which the company is situated. 
The act contains provisions for certification by 
independent public accountants of financial 
statements submitted for this purpose. The 
detailed information required in the registra- 
tion statement (applicable to other than securi- 
ties issued by foreign governments) is set forth 
in schedule A of the act. It includes certain 
general information, such as the issuer's name, 
the state in which it is organized, its address, 
the names and addresses of the directors, chief 
officers or partners, the names and addresses 
of underwsiiers and large stockholders, a state- 
menc of the general character of the business, 
a statement concerning the financial structure 
of the issuer, and details of the conditions 
under which the proposed issue is to be offered. 
Of particular interest to accountants are the 
following sections relating to financial state- 
ments which must be filed with the registration 
statement: 

(25) a balance-sheet as of a date not more than 
ninety days prior to the date of the filing of the 
registration statement showing all of the assets of 
the issuer, the nature and cost thereof, whenever 
determinable, in such detail and in such form as the 
commission shall prescribe (with intangible items 
segregated), including any loan in excess of $20,000 
to any officer, director, stockholder or person direct- 
ly or indirectly controlling or controlled by the 
issuer, or person under direct or indirect common 
control with the issuer. All the liabilities of the 
issuer in such detail and such form as the commis- 
sion shall prescribe, including surplus of the issuer 
showing how and from what sources such surplus 
was created, all as of a date not more than ninety 
days prior to the filing of the registration statement. 
If such statement be not certified by an independent 
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public or certified accountant, in addition to the 
balance-sheet required to be submitted under this 
schedule, a similar detailed balance-sheet of the as- 
sets and liabilities of the issuer, certified by an in- 
dependent public or certified accountant, of a date not 
more than one year prior to the filing of the regis- 
tration statement, shall be submitted; 

(26) a profit-and-loss statement of the issuer 
showing earnings and income, the nature and source 
thereof, and the expenses and fixed charges in such 
detail and such form as the commission shall pre- 
scribe for the latest fiscal year for which such state- 
ment is available and for the two preceding fiscal 
years, year by year, or, if such issuer has been in 
actual business for less than three years, then for 
such time as the issuer has been in actual business, 
year by year. If the date of the filing of the regis- 
tration statement is more than six months after the 
close of the last fiscal year, a statement from such 
closing date to the latest practicable date. Such 
statement shall show what the practice of the issuer 
has been during the three years or lesser period as to 
the character of the charges, dividends or other dis- 
tributions made against its various surplus accounts, 
and as to depreciation, depletion, and maintenance 
charges, in such detail and form as the commission 
shall prescribe, and if stock dividends or avails from 
the sale of rights have been credited to income, they 
shall be shown separately with a statement of the 
basis upon which the credit is computed. Such state- 
ment shall also differentiate between any recurring 
and nonrecurring income and between any investment 
and operating income. Such statement shall be certi- 
fied by an independent public or certified accountant; 

(27) if the proceeds, or any part of the proceeds, 
of the security to be issued is to be applied directly 
or indirectly to the purchase of any business, a profit- 
and-loss statement of such business certified by an 
independent public or certified accountant, meeting 
the requirements of paragraph (26) of this schedule, 
for the three preceding fiscal years, together with a 
balance-sheet, similarly certified, of such business, 
meeting the requirements of paragraph (25) of this 
schedule of a date not more than ninety days prior 
to the filing of the registration statement or at the 
date such business was acquired by the issuer if the 
business was acquired by the issuer more than ninety 
days prior to the filing of the registration statement.” 

The bill imposes specific liability upon those 
who take the responsibility for the accuracy of 
the statements submitted with application for 
registration. The provision for liability ap- 
pears in section 11 of the act, which reads in 
part as follows: 
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“Sec. 11. (a) In case any part of the registration 
statement, when such part became effective, con- 
tained an untrue statement of a material fact or 
omitted to state a material fact required to be stated 
therein or necessary to make the statements therein 
not misleading, any person acquiring such security 
(unless it is proved that at the time of such ac- 
quisition he knew of such untruth or omission) may, 
either at law or in equity, in any court of competent 
jurisdiction, sue 

“(1) every person who signed the registration 
statement ; 

“(2) every person who was a director of (or per- 
son performing similar functions) or partner in, the 
issuer at the time of the filing of the part of the 
registration statement with respect to which his 
liability is asserted; 

(3) every person who, with his consent, is named 
in the registration statement as being or about to 
become a director, person performing similar func- 
tions, or partner; 

“(4) every accountant, engineer, or appraiser, or 
any person whose profession gives authority to a 
statement made by him, who has with his consent 
been named as having prepared or certified any part 
of the registration statement, or as having prepared 
or certified any report or valuation which is used 
in connection with the registration statement, with 
respect to the statement in such registration state- 
ment, report, or valuation, which purports to have 
been prepared or certified by him; 

“(5) every underwriter with respect to such 
security.” 

This provision is modified by sub-section (b) 
of the same section, which provides in part 
that ‘“‘no on other than the issuer shall be 
liable under sub-section (a) who shall sustain 
the burden of proof that as regards any part of 
the registration statement purporting to be 
made upon his authority as an expert or pur- 
porting to be a copy of or extract from a report 
or valuation of himself as an expert, he had, 
after reasonable imvestigation, reasonable 
ground to believe and did believe, at the time 
such part of the registration statement became 
effective, that the statements therein were true 
and that there was no omission to state a ma- 
terial fact required to be stated therein or 
necessary to make the statements therein not 
misleading, or such part of the registration 
statement did not fairly represent his statement 
as am expert or was not a fair copy of or ex- 
tract from his report or valuation as an ex- 


pert.’ 


An additional sub-section provides that in 
determining what constitutes reasonable inves- 
tigation and reasonable ground for belief, the 
standard of reasonableness shall be that requir- 
ed of a person occupying a fiduciary relation- 
ship. 

The measure of liability is indicated in sub- 
section (e) of section 11, as follows: 

“(e) The suit authorized under subsection (a) 
may be either (1) to recover the consideration paid 
for such security with interest thereon, less the 
amount of any income received thereon, upon the 
tender of such security, or (2) for damages if the 
person suing no longer owns the security.” 

No action shall be maintained to enforce any 
liability under the foregoing provisions unless 
brought within two years after the discovery 
of the untrue statement or the omission, or if 
such discovery should have been made by the 
exercise of reasonable diligence. In no event 
shall any action be brought to enforce a liability 
more than ten years after the security was 
offered to the public. 

The federal trade commission is given 
broad discretion to promulgate regulations and 
to define accounting and trade terms used in 
the act. Among other things it is stipulated in 
section 19 that the commission may prescribe 
the forms in which required information shall 
be set forth, the items or details to be shown 
in the balance-sheet and earning statement, and 
the methods to be followed in the preparation 
of accounts, in the appraisal or valuation of 
assets and liabilities, in the determination of 
depreciation and depletion, in the differentia- 
tion of recurring and non-recurring income, in 
the differentiation of investment and operat- 
ing income, and in the preparation, where the 
commission deems it necessary or desirable, of 
consolidated balance-sheets or income accounts 
of any person directly or indirectly controlling 
or controlled by the issuer. 

CORPORATION OF FOREIGN SECURITY HOLDERS 

A separate title, added to the bill in com- 
mittee and included in the law as enacted, pro- 
vides for the formation of a corporation of 
foreign security holders controlled by six 
directors appointed by the federal trade com- 
mission, the purpose of which is to act on be- 
half of holders of foreign securities issued, 
sold or owned in the United States. 

One section of this title requires that the 
accounts of the corporation shall be audited by 
one or more auditors who shall report on their 
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examination to the board of directors. It is 
further ‘agape that the corporation shall 
make public in an annual report its a one 
during each year, including a copy of the ac- 
counts and balance-sheet and auditor's report, 
which shall be filed with the federal trade 
commission and with both houses of congress. 


INSTITUTE’S SPECIAL COMMITTEE ON 
PUBLIC RELATIONS 


About the middle of March when it was 
first publicly announced that a proposed fed- 
eral securities bill was expected, the Institute 
prepared to keep close watch over the progress 
of any such bill and to establish machinery 
whereby it might communicate with the legis- 
lative authorities and make any suggestions 
which might appear advisable on behalf of the 
accountancy profession. At the meeting of 
council of the Institute on April 10th author- 
ity was given for the creation of a special com- 
mittee to deal with the matter, composed of 
chairmen and members of other committees of 
the Institute whose work might be affected by 
legislation of this character. The president 
immediately appointed the following commit- 
tee, which includes representatives of the com- 
mittees on federal legislation, codperation with 
stock exchanges, codperation with bankers, 
codperation with investment bankers and ap- 
pointment of auditors: 


T. Edward Ross, Pennsylvania, chairman 
Lewis Ashman, Illinois 

George P. Auld, New York 

William B. Campbell, New York 
George Cochrane, New York 

Norman L. McLaren, California 

Philip N. Miller, New York 

Herbert M. Temple, Minnesota 

C. O. Wellington, New York 


J. Harry Covington, counsel for the Insti- 
tute, undertook to codperate with this special 
committee by keeping it advised of progress of 
the securities bill, as well as the introduction 
of any other measures affecting the interest of 
accountants. 

During the succeeding weeks, while the bill 
was under discussion in both houses of con- 
gress, the members of the Institute’s commit- 
tee undertook close study of the various drafts 
which were proposed, and by means of ex- 
tensive correspondence and several meetings, 
at which various members of the committee 


were present, agreed from time to time upon 
recommendations and suggestions which might 
be transmitted to the congressional authori- 
ties. 

The first draft of a securities bill introduced 
in both houses at the instance of the adminis- 
tration contained only one reference to exami- 
nations by independent accountants, which 
were provided for in case the federal trade 
commission desired to initiate an investigation 
of the affairs of any company about whose 
eligibility for registration there appeared to 
be any doubt upon the basis of the statement 
submitted with the application. 

On the day following the publication of this 
draft the Institute dispatched a letter to the 
congressional committees to which the bill had 
been referred, pointing out that it might be 
desirable to extend the provision for independ- 
ent audit to all financial statements filed for 
purposes of registration. Attention was 
drawn to the fact that reputable issuers of se- 
curities are largely subjected to independent 
audits voluntarily or through stock exchange 
requirements, and that the omission of such a 
provision from the securities bill might be an 
advantage to less reputable issuers, over whom 
the government evidently desired particularly 
to exercise supervision. 

The amended draft of the bill reported by 
the senate committee failed to include any 
audit provision, even the one reference to in- 
dependent audit in the original draft having 
been eliminated. The house bill, which ap- 
peared later, contained essentially the same pro- 
visions for audit which were included in the 
final bill as enacted and are described in pre- 
ceding sections of this article. In the opinion 
of the Institute’s committee the house bill was 
superior to that of the senate in many respects. 
It clearly defined the securities and transactions 
exempted in the provisions of the bill, it stipu- 
lated that it should apply only to securities 
issued after its passage, it defined the liability 
of those signing registration statements and 
other documents, and it broadly outlined the 
accounting information to be submitted with 
registration statements, 

The house bill did contain an inconsistency 
in nomenclature of accountants, in a reference 
to “chartered accountants.” The Institute 
telegraphed the chairman of the house com- 
mittee, pointing out that this term had no legal 
status in the United States, and suggesting 


it be changed to conform to other references to 
lic accountants appearing in the bill. 

While the bill was in conference representa- 
tives of the Institute’s committee had an op- 
portunity to confer informally with persons in 
authority. The Institute’s representatives ad- 
dressed themselves particularly to the question 
of liability of professional men signing docu- 
ments for purposes of registration, and at their 
suggestion the following sentences were intro- 
duced in section 7, which deals with informa- 
tion required in the registration statement: 

“If any accountant, engineer, or appraiser, or any 
person whose profession gives authority to a state- 
ment made by him, is named as having prepared 
or certified any part of the registration statement, or 
is named as having prepared or certified a report or 
valuation for use in connection with the registra- 
tion statement, the written consent of such person 
shall be filed with the registration statement. If 
any such person is named as having prepared or 
certified a report or valuation (other than a public 
official document or statement) which is used in con- 
nection with the registration statement, but is not 
named as having prepared or certified such report or 
valuation for use in connection with the registration 
statement, the written consent of such person shall 
be filed with the registration statement unless the 


commission dispenses with such filing as impracticable - 


or as involving undue hardship on the person filing 
the registration statement.” 


COG6PERATION WITH THE FEDERAL 
TRADE COMMISSION 


Following enactment of the securities bill 
the Institute received an invitation to confer, 
through a committee, with the federal trade 
commission on certain questions related to the 
rules and regulations which under the law the 
commission was required to formulate. 

A sub-committee of the special committee on 
public relations was appointed to codperate 
with the federal trade commission. The sub- 
committee consists of the following: T. Ed- 
ward Ross, chairman, G. P. Auld, William B. 
Campbell and Herbert M. Temple. 

On June 1st the sub-committee responded to 
a specific invitation from the commission to at- 
tend a conference at Washington at which the 
general problems confronting the commission 
were outlined. Later in the day the Institute’s 
committee conferred with a sub-committee of 
the staff of the commission which had been 
charged with the duty of drafting regulations. 
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Arrangements were made whereby the Insti- 
tute’s committee would act in a consulting 
capacity on technical questions. Facilities of 
the Institute’s library, its special committee on 
terminology and its employment exchange were 
also offered to the commission. 


Natural Business Year 


A. S. Fedde, chairman of the Institute's 
special committee on natural business year, has 
prepared an article which appears in The 
Journal of Accountancy for June, under the 
title of ‘Advantages of a natural fiscal year.” 

The primary purpose of this paper was to 
provide information for members of the Insti- 
tute who might have opportunity to speak on 
the subject at meetings of bankers, lawyers and 
business men. It is hoped that such members 
will make whatever use they can of the article 
in the June Journal. It is the committee’s be- 
lief that the most effective way of disseminat- 
ing propaganda on the natural business year is 
by means of public addresses. Articles in 
trade and business journals have not had evi- 
dent effect. The committee feels that the time 
has come when accountants must make strenu- 
ous concerted efforts to induce corporations to 
close their accounts at the time apes when 
it would be most convenient for all concerned. 


Californians Honor National 
Presidents 


Four accounting societies united to give a 
dinner in honor of John F. Forbes, president 
of the American Institute of Accountants, and 
R. W. E. Cole, president of the American 
Society of Certified Public Accountants, on 
May 19th at the Student Union building, Uni- 
versity of Southern California, Los Angeles. 
The sponsoring organizations were the Los 
Angeles chapter of the California State 
Society of Certified Public Accountants, the 
Los Angeles chapter of the National Associa- 
tion of Cost Accountants, the Petroleum 
Accountants Society and Iota chapter of Beta 
Alpha Psi. 

The committee in charge consisted of Rey- 
nold E. Blight, chairman, who acted as toast- 
master at the dinner, Frederick W. Wood- 
bridge, past president of the grand council of 
Beta Alpha Psi, and the presidents of the 
three sponsoring societies, Harry B. Mills, H. 
L. Miller and R. E. Ecke. 
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Professional Publicity 


Under authority granted by the council at 
its meeting April 10th, the Institute has re- 
organized its machinery for the release of in- 
formation concerning accounting and account- 
ants which is of interest to the general public. 
The department is now under the direction of 
a man who has acted in an editorial capacity 
on the staffs of several leading New York 
dailies. 


Members are invited to report items of news 
of accountancy which might be of general in- 
terest and to submit suggestions for special 
articles or comment by the Institute which 
might be released to the members. 


Regional Accounting Conference 
at Philadelphia 


Something of an innovation occurred at 
Philadelphia May 16th and 17th when a two- 
day regional meeting on accounting was held 
at the Manufacturers and Bankers club under 
the auspices of the Philadelphia chapter of the 
Pennsylvania Institute of Certified Public Ac- 
countants. 


The meeting was open to all persons inter- 
ested in accounting, and among those who 
attended the various sessions were members of 
the Philadelphia chamber of commerce, the 
Pennsylvania bar association, the Robert 
Morris Associates and advanced students at 
Temple University, the University of Pennsyl- 
vania and Drexel Institute. 


The program opened with a luncheon on 
May 16th at which Clarence L. Turner, chair- 
man of the Philadelphia chapter, introduced as 
guests Louis E. Van Norman, special repre- 
sentative of the United States Daily of the De- 
partment of Commerce, Washington, D. C., 
John L. Carey, secretary of the American In- 
stitute of Accountants and William J. Forster, 
secretary of the New York State Society of 
Certified Public Accountants. 


Mr. Van Norman delivered an address in 
which he discussed recent indications that 
business activity might be directed and guided 
by the federal government. He predicted a 
system of state capitalism, a partnership be- 
tween government and industry, under which 
business will regulate itself, with the govern- 
ment standing by to see that the regulation is 
effective. 
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After luncheon three round-table confer- 
ences were held, one on accountancy legisla- 
tion, led by John K. Mathieson, one on federal 
taxes, led by Clarence L. Turner, and one on 
budgets led by John Balch. The total number. 
of those in attendance was about 200. 

At the evening session Walter A. Staub, a 
member of the Pennsylvania Institute and re- 
cently elected president of the New York State 
Society of Certified Public Accountants, de- 
livered an address entitled “Accounting re- 
quirements of the New York stock exchange” 
in which he reviewed the progress of codpera- 
tion between accountants and the stock ex- 
change and outlined in some detail the re- 
quirements of the exchange of direct interest 
to accountants. Following his address there 
was discussion ied by Will-A. Clader, Edward 
P. Moxey and Charles S. Rockey. 

On the following morning there were three 
round-table conferences on the subjects of 
bank credits, Pennsylvania taxes and the edu- 
cation and training of accountants, led re- 
spectively by Hubert F. Ravenscroft, president 
of the Pennsylvania institute, William R. Main 
and Robert J. Bennett, secretary of the insti- 
tute and of the state board. 

The afternoon session was devoted to an 
address on ‘Accounting for management,” by 
George H. Houston, president of the Baldwin 
Locomotive Works. The leaders of the dis- 
cussion which followed were Horace P. Grif- 
fith, C. E. Knoeppel and Palen P. Rossman. 


Bank Audits 


Arguments in favor of independent audit 
of banks are presented by W. Q. Sharp, mem- 
ber of council of the American Institute of 
Accountants, in the May issue of The Missis- 
sippi Banker. Quoting from an editorial in 
The Journal of Accountancy, Mr. Sharp em- 
phasizes the point that official examinations 
conducted by the federal reserve board and the 
various state banking commissions are not 
wholly satisfactory from every point of view. 
He states that both the official examination and 
the independent audit have an essential rela- 
tion to good banking. Official examinations, 
he continues, are necessarily conducted with 
speed and are confined to the status of the 
bank as at the date of the examination. Offi- 


cial examinations must conform ~— with 
prescribed regulations, whereas the independ- 
ent audit is conducted under a broad but 


flexible procedure better adapted to the neces- 
sities of each particular engagement and sup- 
ported by trained professional judgment. The 
governmental examiners are interested only in 
the bank’s conformity with the laws and regu- 
lations, whereas the independent auditor An ot 
a study of the policies of the bank, as they 
effect its earning power and financial position, 
in the interest of the stockholders and deposi- 
tors. The independent accountant can review 
the underlying transactions and verify actual 
assets and liabilities. The official examina- 
tion again, is imposed upon the bank by law, 
whereas the independent audit, conducted by 
invitation of the bank itself and designed to 
accomplish a constructive result and to sup- 
rt public confidence in the institution, is 
ely to be more of a codperative venture. 


Increase in Certified Statements 


An analysis of corporate reports for calendar 
year 1932, or fiscal years recently ended, indi- 
cates that there has been an increase in the 
number of corporate financial statements certi- 
fied by independent auditors. Of 500 cor- 
porate reports for the past year selected at 
random from the files of the library of the 
Institute 406 were found to contain financial 
statements certified by public accountants. A 
check of the reports submitted by the same 
companies in the year prior showed an increase 
of three percent. in the number of those 
whose accounts were audited independently. 
By no means do all the reports studied repre- 
sent corporations listed on stock exchanges. 
Reports are received from corporations of all 
sizes engaged in various types of activity. 

Pennsylvania Requires Election of 

Auditors By Shareholders 


Pennsylvania, the second state to enact a C. 
P. A. law, has been the first state to include in 
its corporation laws a provision for the election 
of pode by shareholders. Until May 5, 1933, 
when Governor Pinchot signed senate bill No. 
262, which contains this provision, Massa- 
chusetts was the only state with a statute even 
resembling the British-companies-act provision 
regarding election of auditors. The Massa- 
chusetts law provides for election of auditors 
by a committee of stockholders who are not 
directors. 

Section 318 of the Pennsylvania act, which 
has become chapter 106 of the laws of 1933, 
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pee for annual financial reports to share- 
olders which, unless the by-laws expressly 
provide otherwise, shall be prepared by an 
auditor elected by the shareholders. 

The financial reports shall include a balance- 
sheet and statement of income and profit-and- 
loss, and the latter shall be prepared in the 
form used by accountants for the particular 
kind of business carried on by the corporation. 


Accountancy and the Press 


Eastman Kodak stockholders, at their annual 
meeting, elected accountants to audit the com- 
pany’s records, according to an editorial in 
Forbes Magazine for May. “This practice, 
says the editor, “common in Britain, promises 
to be widely adopted here. Various manage- 
ments are learning that the real owners, the 
shareholders, are now taking a keen, not to 
say critical interest, in the conduct of affairs. 
They want full information. The New York 
st exchange governors, taking cognizance 
of this, are calling for more comprehensive 
financial statements and are urging their certi- 
fication by independent accountants.” 


Following is the text of an item in the New 
York Journal of Commerce for May 15th, 
commenting on the extent to which the term 
“certified public accountant” is used by audit- 
ing firms whose certificates appear in published 
statements: 

“A comparison of the designations used by the 
firms of auditors in signing the certificates of audit 
reveals that despite the steady pressure for the em- 
ployment of firms of certified public accountants this 
term is not widely used on the certificates. Of 103 
reports to which were attached certificates of audit 
only twenty of the auditors signed themselves as 
‘certified public accountants’. Eighteen firms signed 
themselves as ‘auditors’ and thirty-four merely put 
their names on the certificates. One of the reasons 
for this is understood to be the fact that a firm may 
not designate itself ‘certified public accountants’ un- 
less all members are in that category.” 


The North Pacific Banker for April, 1933, 
contains an article under the caption “An 
opening of opportunity—will accountancy as 
a whole grasp it?” The writer emphasizes 
the responsibility of the accountant to the 
banker and investor and refers to the recently 
adopted audit requirements of the New York 
stock exchange. 
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The article continues: “Nor is this demand 
for the work of the independent audit coming 
only from one direction, but large corpora- 
tions requiring banking facilities throughout 
the country are themselves asking the outside 
banks with whom they do business, chiefly as 
depositories, to furnish copies of their own 
condition in the reports of independent 
auditors. 

“Here is a clear opportunity for account- 
ancy. Will it be grasped, so that the profes- 
sion as a whole will be advanced? Or will 
the higher emoluments coming from a visioned 
viewpoint of superior service be obtained only 
by appreciative and progressive individuals and 
firms? 

“And furthermore, stockholders generally, 
for their own protection, are demanding the 
independent audit.” 


The Financial World, New York, of May 
24th, contains an article ““Wanted—more data 
for stockholders” in which the value of inde- 
pendent audits by public accountants is 
stressed. Commenting on the improvement in 
corporation reports for 1932, from the point 
of view of information furnished stockholders, 
the author says, “The direction in which most 
progress has already been made is in the 
auditing of accounts by certified public account- 
ants, but some of our largest corporations still 
ask stockholders to take the company’s word 
for the accuracy of their statements. Even in 
the case of some of the reports that have been 
audited, it is obvious from the accompanying 
C. P. A.’s certificate that the company’s ac- 


counting policy is at variance with the pro- 
cedure that the auditor thinks should be fol- 
lowed.” 

After presenting illustrations of actual cases 
in which independent audits have resulted in 
the presentation of adequate data, he con- 
tinues: “It is to uncover just such things as 
the above that auditors are usually employed— 
not always, however, and that is one of the 
faults of the American system of having the 
auditors selected by the management instead 
of the stockholders, and made responsible to 
the latter.” 

The writer indicates that if the stockholders 
themselves had a voice in the selection of the 
auditors and the method to be followed finan- 
cial statements would generally be greatly im- 
proved. 


The New York Herald-Tribune of May 7th 
published the results of a survey, by Roger 
Barton of Daniel Starch & Staff, of the extent 
of independent audits by public accountants. 
The article states that the investigator made 
—— among 89 representative companies 
and learned that 87% of them regularly had 
their accounts audited by independent account- 
ants. It was learned that 69 of the companies 
had had independent audits for an average of 
18 years. Of the 11 companies which were not 
audited 6 were railroads, 2 were banks, 2 were 
oil companies and one was a tobacco company. 
In the article the chairman of the New York 

ublic service commission is quoted as favor- 
ing the election of auditors by stockholders in 
accordance with the English plan. 


Charles Hecht & Co. have moved their 
offices to 20 Exchange place, New York. 


J. E. Hutchinson and J. E. Hutchinson, Jr. 
announce the opening of offices at 614 Linz 
building, Dallas, and 1014 Staley building, 
Wichita Falls, under the firm name of Hutch- 
inson & Hutchinson. 


Peat, Marwick, Mitchell & Co. are now 
located at 1500 Walnut street in Philadelphia, 
having moved from 1500 Chestnut street on 


April 29th. 


Howell M. Stillman and Theodore A. Crane 
announce the formation of a partnership under 
the firm name of Stillman & Crane, with 
offices at 115 Broadway, New York. 
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Since the death of Overton S. Meldrum on 
March 4, 1933, the business of Meldrum & 
Meldrum is being continued under the firm 
name by George F. Meldrum, Louisville, 
Kentucky. 


Alexander S. Banks, New York, has been 
appointed a member of the business advisory 
council of the American Arbitration Associa- 
tion. 


E. H. Fletcher, Detroit, has been elected 
mayor of Pleasant Ridge, a suberb of Detroit, 
for a term of two years. 


An item on income taxes and keeping of 


eo records by W. P. Peter appeared in the 
allas Morning News for May 26th. 
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STATE LEGISLATION 


Alaska 


The C. P. A. law of Alaska has been re- 
pealed by an act introduced April 18th and 
approved by the governor April 29th. The 
act offers no substitute for the law which it 


repeals. 
Colorado 


According to the latest report, Colorado 
senate bill No. 756, providing for reinstate- 
ment of previously revoked C. P. A. certifi- 
cates, passed both houses of the legislature and 
was in the hands of the governor when this 
Bulletin went to press. 

An act relating to the administration of the 
state government was approved by the gover- 
nor April 11th under which the various admin- 
istrative departments are to be re-organized. 
Among other things there is created a division 
of registrations composed of the various profes- 
sional examining boards, including the state 
board of accountancy, which shall continue as 
now existing, but shall have quarters in the 
state building for which rental will be charged. 


Connecticut 


Following is the text of a Connecticut bill 
approved by the governor May 6th, which has 
become chapter 168 of the laws of 1933. The 
act concerns audits of savings banks and per- 
mits appointment of certified public account- 
ants to conduct a directors’ examination. 

AN ACT CONCERNING AUDITORS OF SAVINGS 
BANKS. 

Be it enacted by the senate and house a 
representatives in general assembly convened: 

“Section 1. Section 3972 of the general statutes 
is amended to read as follows: The officers, directors 
or trustees of each savings bank shall, annually, ap- 
point not less than two competent, experienced and 
trustworthy persons as auditors, neither of whom 
shall be an officer, director, trustee or employee of 
such bank, who shall thoroughly examine the books, 
accounts and securities belonging to such bank and 
make, under oath, a statement in duplicate, showing 
the true condition of such bank at the close of busi- 
ness on the thirtieth day of September in each year, 
and that the books, accounts and securities belong- 
ing to such bank have been correctly kept, one of 
which statements shall be kept on file in the office 
of such bank and one forwarded to the bank com- 
missioner on or before the first day of the following 
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November, provided, in lieu of such examination by 
two auditors, any bank may, subject to the approval 
of the bank commissioner, have an audit or such 
examination made by certified public accountants 
selected by vote of the board of directors or trustees 
of such bank or by vote of any duly authorized com- 
mittee of such board on any date during the quarter 
ending September thirtieth. At the time of such 
examination, such auditors shall require such bank 
to exhibit the last trial balance of the depositors’ 
ledger, and shall verify the same with the controlling 
account in the general ledger, and shall report forth- 
with any variance in such accounts to the commis- 
sioner. Such auditors shall make like examinations 
and statements upon request of the officers, directors 
or trustees of such bank, one of which statements 
shall be kept on file in such bank and one forwarded 
to the commissioner. The directors or trustees of 
such bank shall not be personally liable for any loss 
suffered by such bank through the wrongdoing or 
negligence of any officer or employee, which wrong- 
doing or negligence should have been discovered by 
such auditors in the performance of their duties, pro- 
vided such directors or trustees shall have exercised 
due care to procure thorough and substantial audits 
by such auditors. 

“Section 2. This act shall take effect from its 
passage.” 


Delaware 


An act requiring audits by certified public 
accountants of the accounts of levy courts of 
each Delaware county passed both houses of 
the legislature and was reported in the gov- 
ernor’s hands when this Builetin went to press. 


Florida 


Florida bills seeking to amend the account- 
ancy law by permitting issuance of C. P. A. 
certificates without examination have been 
killed in committee, and a similar fate has over- 
taken the bill which would have issued certi- 
ficates of authority to practise as public ac- 
countants to a number of persons. 

At the request of the Florida Institute of 
Accountants, the committee on state legislation 
of the American Institute of Accountants wired 
to Florida legislators, under date of May Sth, 
as follows: 

“Florida accountants have advised us of intro- 
duction of bill in Florida legislature which would 
permit issuance of certified public accountant certifi- 
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cates without examination. American Institute of 
Accountants as national professional accountancy or- 
ganization earnestly urges the danger of any such 
attempt to lower standards of C. P. A. certificate 
which is legal credential of qualified practitioners 
of accounting in all states and territories. Recently 
adopted requirements of New York and Chicago 
stock exchanges and curb exchanges requiring inde- 
pendent audits as well as legislation and proposed 
federal securities bill, the latest draft of which re- 
quires independent audits, make it imperative that 
high standards for the C. P. A. certificate be main- 
tained everywhere as protection for the public. Issu- 
ance of C. P. A. certificate without examination 
would be injurious to business public and to ac- 
countancy profession. It would be most unfortunate 
if Florida should permit its professional accountancy 
standards to sink below those of other states.” 


Under date of June 2nd word was received 
that the opposition of the Florida Institute to 
the proposed legislation had been successful. 


Florida senate bill No. 669, introduced May 
17th would empower the board of account- 
ancy to enforce its rules by an injunction to 
be enforced by punishment for contempt of 
court. Under this bill the board would be 
enabled more easily to prevent violations of 
the act of 1931 prohibiting practice by others 
than holders of C. P. A. certificates or certifi- 
cates of authority. 

Senate bill 668, introduced May 17th, would 
amend the accountancy law by providing that 
certified public accountants of other states 
practising in Florida must indicate the name 
of the state which issued the certificate, when 
using the title ““C. P. A.” in conjunction with 
their names. 


Several bills have also been introduced in 
Florida to provide for regular audits of the 
accounts of counties and governmental depart- 
ments. 


Illinois 

Illinois house bill No. 649, opposed by the 
Illinois Society of Certified Public Account- 
ants, has been killed in committee. The bill 
would have provided for issuance of C. P. A. 
certificates without examination to accountants 
registered under the 1927 act. 

On May 24th a bill was introduced to re- 
peal the C. P. A. law of Illinois, enacted in 
1903, without offering a substitute. The bill 
is energetically opposed by the Illinois Society. 
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Nebraska 


A two-class restrictive accountancy bill pro- 
ae in Nebraska was killed in the senate. 
he legislature adjourned May 8th. 


Oklahoma 


Oklahoma senate bill No. 44, under which 
C. P. A. certificates would have been granted 
without examination to accountants licensed 
under a prior law, died in the senate. The 
legislature adjourned April 22nd. 


Oregon 


Following is the text of Oregon house bill 
No. 497, approved by the governor March 
15th, which has become chapter 445 of the 
laws of 1933, relating to audits of the accounts 
of justices of the peace: 

AN ACT TO PROVIDE FOR AUDITS OF THE RECORDS 
AND ACCOUNTS OF ALL JUSTICES OF THE PEACE. 

“Section 1. It shall be the duty of every county 
court of the state of Oregon to have an official audit 
made by competent accountant at the end of each 
calendar year, or oftener if demanded by the county 
court, of the records and accounts of each and every 
justice of the peace in their respective counties, in 
the manner provided by sec. 27-501, Oregon Code 
1930; and it shall be the duty of each justice of the 
peace to present, at the time and place designated 
by the county court, his books, records and accounts 
for the purpose of having the same audited.” 

House bill No. 563, approved March 14th, 
requires a number of professional boards, in- 
cluding the state board of accountancy, to turn 
over to the general fund of the state of Oregon 
ten per cent. of the fees which they receive. 


Pennsylvania 


The Pennsylvania legislature adjourned May 
6th. 

A number of bills of interest to accountants 
were introduced during the legislative session. 
On May 31st the governor approved senate 
bill No. 1463, declaring it a misdemeanor for 
accountants to issue false financial statements. 
The law has become chapter 273 of the laws 
of 1933. The text is as follows: 

AN ACT DECLARING IT TO BE A MISDEMEANOR FOR 
ACCOUNTANTS OR AUDITORS TO ISSUE OR PERMIT TO 
BE ISSUED FALSE FINANCIAL STATEMENTS. 

“Section 1. Be it enacted by the Senate and House 
of Representatives of the Commonwealth of Penn- 
sylvania in General Assembly met and it is hereby 


Bulletin of American Institute of Accountants 


enacted by the authority of the same That any per- 
son of persons practising as accountants, public ac- 
countants, auditors or certified public accountants in 
this state who (because of negligence, gross in- 
efficiency or wilfulness) shall wilfully issue or per- 
mit the issuance of any false statement of the financial 
transactions, standing or condition of any corpora- 
tion, partnership or individual business undertaking, 
shall be deemed guilty of a misdemeanor and upon 
conviction thereof be fined not more than two thous- 
and dollars or imprisoned for a period of not less 
than ninety days nor more than one year or sub- 
jected to both said fine and imprisonment in the 
discretion of the court. 

“Section 2. This act shall become effective imme- 
diately upon its approval by the governor.” 

The governor vetoed senate bill No. 1464, 
which would have amended the accountancy 
law of the state by adding a section providing 


penalties for the issuance of false financial 
statements. 


House bill No. 716, providing for the 
issuance of C. P. A. certificates without ex- 
amination to certain persons, died in the house. 

On May 15th the governor approved senate 
bill No. 446, which amended the banking code 
of the state. The bill became chapter 112 of 
the laws of 1933. Section 507 provides for 
financial examination and report by the board 
of directors or board of trustees of every in- 
corporated banking institution or by account- 
ants employed for the purpose. It is provided 
that a complete examination of the books, 
papers and affairs of the incorporated institu- 
tion and its loans and discounts shall be made. 
After the completion of such examination a 
complete written report, signed by the directors 
or trustees or by the accountants who conducted 
the examination, must be filed with the de- 
partment. A certificate by an auditor or 
comptroller of an institution employing a con- 
tinuous audit control or similar system ap- 
> niger by the department may be accepted in 
ieu of the examination. 

A bill relating to business corporations, 
senate bill No. 262, passed both houses of the 
legislature and was approved by the governor 


May 6th. It has become chapter 106 of the 
laws of 1933. Section 318, concerning finan- 
cial reports to shareholders, provides that un- 
less the by-laws expressly provide otherwise a 
financial report certified by an auditor elected 
by the shareholders of a corporation shall be 
sent to the shareholders within ninety days of 
the close of the fiscal or calendar year. The 
reports shall contain a summary of the assets 
and liabilities, the amount of dividends de- 
clared or paid the past year, the surplus or 
deficit, showing how it was acquired or 
created, and the number of shares now out- 
standing, together with any such particulars 
as are necessary to disclose the general nature 
of the liabilities and assets. The reports shall 
also set forth a balance-sheet and statement of 
income and profit and loss. The statement of 
income and profit and loss shall be prepared in 
the form usually used by accountants for the 
particular kind of business carried on by the 
corporation. 


Wisconsin 


A two-class restrictive bill, senate No. 706, 
introduced in the Wisconsin legislature at the 
instance of the Wisconsin State Society of 
Public Accountants, was reported favorably 
with amendment May 4th. The amendment 
was adopted May 9th and the bill was referred 
to the finance committee of the house Ma 
22nd, but was reported unfavorably June 2nd. 

Assembly bill No. 834, which is opposed by 
the Wisconsin society, would have repealed the 
C. P. A. law of the state and substituted an 
act which provided that public accountants 
might be granted licences, but no C. P. A. 
certificates would henceforth have been issued. 
Only regularly licensed practitioners would be 
entitled to use the designation “licensed public 
accountant” or the initials “L. P. A.” The bill 
was reported unfavorably with a substitute 
amendment May 4th. The substitute bill, per- 
mitting issuance of C. P. A. certificates as well 
as licences to public accountants who may 
qualify under the act, was adopted and the bill 
was killed May 12th. 


W. F. G. Ross, Chicago, has been appointed 
a member of a committee formed to investi- 


gate the handling of poor relief in Deerfield 
Township, Illinois. 


On June 14th Lloyd Morey, Urbana, de- 
livered an address on “Fundamentals of muni- 
cipal accounting” before the Municipal Fin- 
ance Officers Association at Cincinnati. 
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NEWS OF LOCAL SOCIETIES 


California 
FRESNO | 


At a meeting of May 11th the Fresno chap- 
ter of the California State Society of Certified 
Public Accountants elected the following offi- 
cers: C. E. Bradford, president; G. S$. Gilbert- 
son, vice-president; Victor E. Storli, second 
vice-president; Harry W. Hills, secretary- 
treasurer. George H. Lips was elected a 
director. Addresses were delivered by James 
Hammond, president of the California state 
society, and Kenneth Crawford, credit man- 
ager of the Fresno branch of the Security First 
National Bank of Los Angeles. 


Georgia 


The annual meeting of the Georgia Society 
of Certified Public Accountants was held at 
the Ansley hotel, Atlanta, on May 26th and 
27th. The meeting was opened with an 
address of welcome by U. A. Morton, chair- 
man of the Atlanta chapter. Sidney T. Lee, 
chairman of the Savannah chapter, and J. M. 
McFerrin, chairman of the Macon chapter, re- 
sponded. Reports of officers and committees 
were received and resolutions were adopted en- 
dorsing the plan of President Roosevelt to re- 
store national confidence, and pledging sup- 

tt; Opposing the proposed transfer of the 
unctions of the board of tax appeals to the 
court of claims; and favoring rules and regu- 
lations promulgated by the Georgia securities 
commission to protect investors. 

Harold M. Heckman, professor at the 
school of business administration of the Uni- 
versity of Georgia was the principal speaker. 
He discussed policies of the state board of 
examiners. Other speakers were Tom Wis- 
dom, state auditor, and George B. Hamilton, 
state treasurer. 


The following officers were elected: Marvin 
F. Pixton, president; Joel Hunter, first vice- 
president; R. L. Holland, second vice-presi- 
dent; E. M. Kendrix, secretary; Stephen B. 
Ives, treasurer. Henry Meyer, Sidney T. Lee, 
William J. Carter and E. W. Gottenstrater 
were elected trustees for two years. J. M. 
McFerrin, James L. Respess and George Baird 
were elected for one year. 
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ATLANTA 

The Atlanta chapter of the Georgia society 
held its annual meeting at the Atlanta 
Athletic club on May 19th. Joel Hunter was 
elected chairman; E. W. Gottenstrater, first 
vice-chairman; L. L. Davis, second vice-chair- 
man; Harry Dix, treasurer; Lyle Campbell, 
secretary. 

The Atlanta chapter also held a joint meet- 
ing with the Atlanta chapter of the National 
Association of Cost Accountants on May 16th, 
at which Stephen B. Ives spoke on “Branch- 
office accounting.” 

SAVANNAH 


The annual meeting of the Savannah chapter 
of the Georgia society was held on May 22nd. 
The following officers were elected for the en- 
suing year: R. L. Holland, chairman; E. E. 
Behnken, first vice-chairman; A. B. Dillon, 
second vice-chairman; W. C. Askew, Jr., secre- 
tary-treasurer. 


Indiana 


The Indiana Association of Certified Public 
Accountants held its annual meeting on May 
13th at the Indianapolis Athletic club. Reports 
of officers and committees were presented. At 
a dinner meeting Philip Zorchner, chairman 
of the state tax board, spoke on the new 
Indiana intangibles-tax acts. 

The following officers were elected: Wil- 
liam M. Madden, president; Birney D. Sprad- 
ling, vice-president; A. R. Chapman, treasurer; 
H. A. Roney, secretary. H. W. Painter was 
elected auditor. The board of directors con- 
sists of: Arthur R. Chapman, W. M. Madden, 
H. A. Roney, Birney D. Spradling, E. E. 
Thomas, Troy G. Thurston and J. R. Whar- 
ton. 


Kentucky 


On April 21st the Kentucky Society of Certi- 
fied Public Accountants held a meeting at the 
Kentu hotel, Louisville, at which 34 mem- 
bers and guests were present. 

Following transaction of routine business the 
meeting was turned over to W. A. Hifner, as 
chairman, for a memorial to Overton S. Mel- 
drum, late president emeritus of the society. 
The following persons eulogized Mr. Meldrum 
and his work: L. T. Young, Rev. H. C. Wil- 
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son, W. A. Hifmer, William Cotton, and J. E. 
Mason. 

At a dinner meeting of the Kentucky 
society on May 26th, which was held at the 
Phoenix hotel, Lexington, Paul Morton, city 
manager, spoke on “Better accounting as an 
aid in better government.” He stated that a 
uniform accounting system for all cities, states 
and other political subdivisions would greatly 
aid in a study of comparative costs of govern- 
ment, and would point the way to new econo- 
mies. 

About fifty persons attended the meeting. 
Among those present were W. T. Congleton, 
mayor, Sam H. McCormick and David Ades, 
commissioners, King Swope, circuit judge, 
Chester D. Adams, county judge, W. T. 
Fowler, judge, and George W. Vaughn, county 
attorney. The address of welcome was de- 
livered by Judge Swope, and J. Bernard Brown 
responded. 

Louisiana 

The Society of Louisiana Certified Public 
Accountants held its quarterly meeting at the 
Roosevelt hotel, New Orleans, on May 11th. 

The meeting authorized the appointment of 
a committee to draft resolutions setting forth 
the feeling of the society in opposition to the 
rumors to bar certified public accountants from 
practice before the board of tax appeals, and 
the possible abolition of the board of tax ap- 
peals, placing its function in the court of 
claims. 

Before the business meeting J. V. Conner, 
professor of economics at. Loyola University, 
addressed those present, who numbered ap- 
proximately 100, on inflation. 

A committee of the Louisiana society com- 
posed of G. V. W. Lyman, J. A. Peyroux, Jr., 
and Louis H. Pilie, in codperation with the 
state banking department, has prepared and 
compiled a “Standard manual Ay accounts for 
use by Louisiana homestead and building and 
loan associations.” After approval by the ex- 
ecutive board of the society it was transmitted 
to the state banking commissioner, under date 
of ae 11, 1932, and was adopted by the 
state banking department as its system of 
regulatory accounting governing all homestead 
and building-and-loan associations operating 
under its jurisdiction. Printed copies of this 
bulletin may be obtained from the state bank- 


ing department. 


Massachusetts 


The thirty-third annual meeting of the 
Massachusetts Society of Certified Public Ac- 
countants, was held at the Salem Country club, 
Peabody, on May 22nd, Donald P. Perry, presi- 
dent, presiding. 

A proposed change in section 3 of article III 
of the by-laws relative to admission of appli- 
cants was referred to the executive committee 
for consideration. 

The following officers were elected: George 
S. Clarkson, president; Richard D. Seamans, 
vice-president; Arthur W. Yardley, secretary; 
John F. Clarke, treasurer. Members of the 
executive committee are J. Harold Stewart, 
Charles E. Masters and Harvard L. Mann. 
John J. MclIsaac was elected auditor. 


Michigan 
The Michigan Association of Certified Pub- 
lic Accountants held its monthly meeting at the 
Detroit-Leland hotel, Detroit, on May 18th. 
Over one hundred members of the association 
and guests from the local banks were present. 


The meeting was devoted to a discussion of 
the relations between bankers and accountants. 
Walter S. McLucas, president of the National 
Bank of Detroit, was a guest of honor. Such 
— as the amplification of balance-sheets, 

udgetary control, verification of inventories 
and other current accounting problems were 
discussed by various members of the account- 
ing and banking groups. Eugene T. Garner, 
assistant cashier of the National Bank of De- 
troit, read a paper on “‘Balance-sheet failings.” 
E. J. Barr, chairman of the group-relations 
committee of the Michigan Association of 
Certified Public Accountants, spoke on ‘‘Co- 
Speration between the banker and the account- 
ant.” 


Minnesota 


The May meeting of the Minnesota Society 
of Certified Public Accountants was held on 
the 23rd at the Campus club, University of 
Minnesota. 


Jay Dunne, vice-president of A. G. Becker 
& Co., Chicago, spoke on ‘Accountancy in re- 
lation to security selling.” The following 
persons who had obtained C. P. A. certificates 
of Minnesota as a result of the May examina- 
tions were introduced by the chairman of the 
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Minnesota state board of accountancy: John 
MacGregor, Carl Honigman, L. R. Graving, 
of Duluth; Earl G. Lee, T. G. Byram, of St. 
Paul; Meyer Shubb, H. T. Thorson, L. T. 
Gartner, W. W. Harvey, Joe L. Lonegren, of 
Minneapolis. 


Missouri 


Kansas CITY 

The Kansas City chapter of the Missouri 
Society of Certified Public Accountants held its 
annual meeting on May 15th. The following 
officers were elected: Tom C. Hansen, presi- 
dent; Parry Barnes, first vice-president; John 
W. Rader, second vice-president; Reginald W. 
Smith, treasurer; Felix E. Mueller, secretary. 


Sr. Louis 


At the annual meeting of the St. Louis 
chapter of the Missouri Society held on May 
25th the following officers were elected: W. 
A. Helm, president; C. R. English, first vice- 
president; A. C. Derrick, second vice-president ; 
J. O. Dickinson, treasurer; B. L. Ster , Ssec- 
retary. 


New Jersey 


The annual meeting of the Society of Certi- 
fied Public Accountants of the State of New 
Jersey was held at the Downtown club, New- 
atk, on May 22nd. Reports of officers and 
committees were presented. J. Henry Harri- 
son, former state senator, was among those 
eager and spoke of his experiences as a mem- 

tr of the bar examiners, with reference to 
limitations on admissions, suspensions and dis- 
barments, and commended the accountancy 
profession upon its high ethical standards. Mr. 
Harrison expressed the belief that the recent 
legislative enactments in Washington were the 
turning point in the economic crisis. 

The following officers were elected: Philip 
S. Suffern, president; Julius E. Flink, first vice- 
president; John A. Conlin, second vice-presi- 
dent; Theodore Krohn, secretary; W. Melville 
Coursen, treasurer. The following persons 
were elected to the board of trustees: George 
H. Kingsley, John J. White, W. Willard 
Schwab, Samuel J. Wortzel and William 
Surosky for two years; Peter C. Wiegand for 
one year to fill the vacancy caused by the elec- 
tion of John A. Conlin to the vice-presidency. 
The auditors are Philip E. M. Thompson and 
Arnold B. Rosenthal. 
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New York 


Members of the New York State Society 
of Certified Public Accountants,.the Bar Asso- 
ciation, the Merchants Association-and other 
organizations, attended a meeting on May 26th 
at the Auditorium of the John Wanamaker 
Store, New York, at which Mark Graves, 
president of the New York state tax commis- 
sion, spoke on the technical phases and practi- 
~0 operations of the recently enacted sales tax 
aw. 


Ohio 


A joint meeting of the Cleveland chapter of 
the Ohio Society of Certified Public Account- 
ants and the Northern Ohio chapter of the 
American Institute of Accountants was held 
on May 15th at the Cleveland Chamber of 
Commerce. Paul J. Eakin, statistician for a 
firm of well-known brokers, addressed the 
meeting on inflation. 


Pennsylvania 


HARRISBURG 

The Harrisburg chapter of the Pennsylvania 
Institute of Certified Public Accountants at its 
annual meeting on May 12th at the Harris- 
burger hotel elected the following officers: 
Charles E. Procasco, chairman; Harry Ness, 
vice-chairman; Paul L. Miltenberger, treasurer ; 
Edward A. Schneider, secretary. L. Clifford 
Myers was elected auditor, and Alvin W. 
Sponagle a member of the executive commit- 
tee. William R. Main, president of the Penn- 
sylvania Institute, delivered an address at the 
meeting. 


PHILADELPHIA 


The annual meeting of the Philadelphia 
chapter took place on Wednesday evening, 
May 17th, at the Manufacturers & Bankers 
club. The following officers were elected: J. 
Cyril McGarrigle, chairman; A. Karl Fischer, 
vice-chairman ; rf Carle Perry, Jr., treasurer; 
Frank S. Glendening, secretary. Clarence L. 
Turner, C. Whitford McDowell, Palen P. 
Rossman and Hubert F. Ravenscroft were 
elected members of the executive committee, 
in addition to Gustave J. Lexman, Benjamin 
Goldenberg and Harold A. Kluge, whose 
terms expire in 1934. 
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PITTSBURGH 


The Pittsburgh chapter of the Pennsylvania 
Institute held its twelfth annual meeting at 
the Keystone club on May 23rd. The follow- 
ing officers were elect Edwin S. Reno, 
chairman; James Clarke, vice-chairman; Ira G. 
Flocken, secretary; O. L. K. McKibben, treas- 
urer. James J. Mulvihill was elected auditor, 
and H. R. Hersperger, G. C. Shannon and 
David A. Allen were named as members of the 
executive committee. 


Rhode Island 


The Rhode Island Society of Certified Public 
Accountants held its annual meeting on April 
18th at the Narragansett hotel, Providence. 
The following officers and directors were 
elected: Spencer H. Over, president; C. Wat- 
son Scott, vice-president; William B. M. 
Miller, secretary-treasurer; George B. Clegg, 
Jr., and Townes M. Harris, directors, in addi- 
tion to the officers named. 


ANNOUNCEMENTS 


John A. Corben announces the removal of 
his offices to 120 Broadway. 


Russell S. Bogue, Tampa, has been ap- 
pointed auditor of the Tampa Traffic Asso- 
ciation of the Tampa Chamber of Commerce 
and the Parent- ers Association of Roose- 
velt School. 


“Deflating the balance-sheet to inflate earn- 
ings” is the title of an article by William R. 
Donaldson, New York, which appeared in the 
May issues of Iron Age, Chemical Markets, 
American Silk and Rayon Journal and the Ice 
Cream Trade Journal. 


On May 17th Dwight Farnham delivered an 
address entitled ‘The effect of currency in- 
flation,” at a meeting of the American Man- 
agement Association of New York. 


H. B. Fernald, New York was appointed a 
delegate to represent the Chamber of Com- 
merce of the United States at the meeting of 
the International Chamber of Commerce at 
Vienna, May 28-June 3, 1933. 


J. Weldon Jones, Columbus, read a paper 
on “Accounting and the 200 corporations” 
fore the Pi Chapter of Beta Alpha Psi and 
guests on May 12th. 


J. B. Collings Woods, New York, is the 
author of “Tax discrimination” which ap- 
peared in the May issue of Marine Progress. 
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At the convention of the New Jersey 
Bankers Association on May 19th at Atlantic 
City, M. W. Maclachlan, New York, spoke 
on “Audit and control for the protection of 
depositors and stockholders.” 


“Uniform hospital accounting” was the sub- 
ject of a paper read by Alexander M. Mac- 
Nicol, New York, before the New Jersey 
Hospital Association on May 20th. 


Theodore W. Mohle, Houston, spoke before 
the senior accounting students of Texas Agri- 
cultural and Mechanical College on May 5th 
on practical illustration of an audit. Mr. 
Mohle is the author of an article entitled “The 
merchant and accounting” which appeared in 
the May issue of The Cotton Digest. 


At a meeting of the Kiwanis club of War- 
saw on May 23rd, John W. Sanborn spoke 
on the New York state retail-sales tax. 


Clarence L. Turner, Philadelphia, has been 
appointed receiver in equity and trustee in 
bankruptcy of the Reading Company by the 
common-pleas court of Berks County and the 
U. S. district court of Eastern Pennsylvania, 
respectively. 


The federal gift. tax was the subject of a 
talk by Walter A. Levy over station WNYC 
on May 11th, as part of the College Air Series 
owe by the College of the City of New 
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